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INDEPENDENT AUDITORS' REPORT

To the Stockholder
Provident Securities, Inc. ID/B/A Provident International Securities, Inc.
New York, New York

We have audited the accompanying statement of financial condition of Provident
Securities, Inc. D/B/A Provident International Securities, Inc. as of December 31,
2003. This financial statement is the responsibility of the Company's management.
Our responsibility is to express an opinion on this financial statement based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted
in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the statement of
financial condition is free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the statement
of financial condition. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents
fairly, in all material respects, the financial position of Provident Securities, Inc.
D/B/A Provident International Securities, Inc. as of December 31, 2003, i

conformity with accounting principles generally accepted in the United States of

America.
S( Q—w—% . C‘ .
\
Miami, Florida %
February 27, 2004

MIAMI m FT. LAUDERDALE u B OCA RATON



PROVIDENT SECURITIES, INC. D/B/A PROVIDENT INTERNATIONAL

SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2003

ASSETS
CASH 44,881
DUE FROM RELATED PARTIES(NOTE 5) 281,898
- PROPERTY AND EQUIPMENT, NET 309
OTHER ASSETS 8,080
335,168
LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES
Accounts payable and accrued liabilities 11,202
LEASE COMMITMENT AND CONTINGENCY(NOTES 6 AND 7)
STOCKHOLDER'S EQUITY 323,966
335,168

See accompanying notes.
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PROVIDENT SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION

NOTE 1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Description of Business and Organization

Provident Securities, Inc. d/b/a Provident International Securities, Inc. (the Company),
incorporated on December 11, 1998, in the State of Delaware, is a broker-dealer acting
in an agency capacity, buying and selling securities for its customers and charging a
commission, placing of private placements of securities, selling variable life insurance
and annuity products and distributing fixed income securities issued by countries in
Central and South American and Mexico to U.S. investors, as well as products that
utilize Central American, South American and Mexican debt instruments as their
underlying securities. The Company is a wholly owned subsidiary of Provident Group
Limited (the Parent). :

Government and Other Regulation

The Company's business is subject to significant regulation by various governmental
agencies and self-regulatory organizations. Such regulation includes, among other
things, periodic examinations by these regulatory bodies to determine whether the
Company is conducting and reporting its operations. in accordance with the applicable
requirements of these organizations.

Securities Transactions

Securities transactions, along with related commission income and clearing costs are
reported on a trade date basis.

Income Taxes

Income taxes are accounted for under Statement of Financial Accounting Standards
No. 109 "Accounting for Income Taxes". Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their
respective tax bases and operating loss and tax credit carryforwards. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered
or settled. Deferred tax assets are reduced to estimated amounts to be realized by use
of a valuation allowance (Note 4).

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statement.
Actual results could differ from those estimates.



NOTE 2.

ECONOMIC DEPENDENCY

The Company's working capital has been obtained from funds provided by its Parent.
In the absence of generating positive cash flow from operations, the Company is
dependent upon the continued availability of funding from its Parent or, in its absence,
alternative sources of funding would be required to support operations. ‘

NOTE 3.

NET CAPITAL REQUIREMENTS

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule
of the Securities and Exchange Commission, which requires that "Net Capital”, as
defined, shall be at least the greater of $5,000 or one-fifteenth of "Aggregate
Indebtedness", as defined. At December 31, 2003, the Company's "Net Capital" was
$28,679, which exceeded requirements by $23,679. The ratio of "Aggregate
Indebtedness" to "Net Capital" was 0.39 to 1 at December 31, 2003.

NOTE 4.

INCOME TAXES

The Company has a net operating loss carryforward of approximately $1,162,000 for
income tax purposes, which expires through 2023. As a result of this net operating
loss, the Company has recorded a deferred tax asset of approximately $409,000, which
is offset by a valuation allowance of the same amount. Realization of the deferred tax
asset is dependent on generating sufficient taxable income in the future. The amount
of the deferred tax asset considered realizable could change in the near term if
estimates of future taxable income are increased.

Deferred tax assets, net of a valuation allowance, are recorded when management
believes it is more likely than not that tax benefits will be realized. Management's
valuation procedures consider projected utilization of deferred tax assets prospectively
over the next several years, and continually evaluate new circumstances surrounding
the future realization of such assets.

NOTE 5.

DUE FROM RELATED PARTIES

The Company has advanced funds to related parties to support their operations.
Amounts due from these related parties totaled to $281,898 at December 31, 2003.
These balances do not accrue interest and have no defined repayment terms.



NOTE 6.

LEASE COMMITMENTS

The Company leases office equipment under various non-cancelable operating leases.
The approximate future minimum lease payments under these leases with initial or
remaining terms of one year or more at December 31, 2003 amounts to $1,140 for
2004.

Additionally, the Company paid rent to a related entity for its facilities in New York
City on a month to month basis.

NOTE 7.

CONTINGENCY

During 2003, the Company was informed that the Florida Office of Financial
Institutions and Securities Regulation (FOFISR) uncovered alleged violations of the
Florida Statutes by their Miami, Florida office. During 2002, the Company closed this
office. The Company and its attorney believe the claims are without merit and have
been attempting to negotiate a mutually agreeable settlement. The outcome of this
matter and potential liability, if any, cannot be determined at this time.

NOTE 8.

RISK CONCENTRATIONS

In the normal course of business, the Company's customer activities involve the
execution, settlement, and financing of various customer securities transactions. These
activities may expose the Company to off-balance-sheet risk in the event the customer
or other broker is unable to fulfill its contracted obligations and the Company has to
purchase or sell the financial instrument underlying the contract at a loss.

NOTE 9.

INCOME INTEREST - UNAUDITED

The Company obtained the rights to 5% of the net income of Oasis LLC, a AAA rated

- special purpose entity and National Association of Securities Dealers (NASD)

registered broker dealer dedicated to government securities repurchase matched book
short-term loans/borrowings as an investment banking fee. The Parent has valued this
investment at $840,000 (implied market value minus a 30% hair-cut). This item
cannot be included in the accompanying statement of financial condition of the
Company as accounting principles generally accepted in the United States of America
does not allow interests in future cash flows to be recognized as an asset due to its
contingent nature. The Parent believes that the Company's interest in 5% of the net

“income of Oasis LLC has an intrinsic and a market value, and that such interests are

appropriately valued at $840,000.



